


Institutional Archive of the Naval Postgraduate School 


Calhoun: The NPS Institutional Archive 
DSpace Repository 


Theses and Dissertations l. Thesis and Dissertation Collection, all items 


1956-01 


Comparative study of comptrollership 
functions with emphasis on field activities of 
the bureau of supplies and accounts 


Atkinson, Wallace 


George Washington University ; School of Government, Washington, District of Columbia. 


http://hdl.handle.net/10945/31007 


Downloaded from NPS Archive: Calhoun 


Calhoun is the Naval Postgraduate School's public access digital repository for 
uh 0 لا‎ DLE Y research mate rials and institutional publications c reated by the NPS community. 
۷ ظ‎ 3 Calhoun is named for Professor of Mathematics Guy K. Calhoun, NPS's first 
1 KNOX appointed — and published — scholarly author. 
` ۱ LIBRARY Dudley Knox Library / Naval Postgraduate School 
411 Dyer Road / 1 University Circle 
Monterey, California USA 73 





http://www.nps.edu/library 








Gëf, ` 





COMPARATIVE STUDY OF COMPTROLLZRSHIP 
FUNCTIONS WITH 214718315 0 FISLOD 
ACTIVITIES OF THE BURSAY OF 
SUPPLIES AND ACCOUNTS 


By Wallace L. Atkinson, Jr. 
tommander, SC, USN 


The George Washington University 
Navy Graduate Comptrollership Program 
For Dr. A. Hex Johnson 
January 1956 





۱ 





p" 
یرم سوسورر‎ :۷تہس٥٭‎ 
gg o Ma? e ta eo 
e femme "rr ۰ 
-——ma m D 





TE = 
ere ال‎ v 


se AE: -- so ہے س‎ al ° 
e | EI sf — ٣ , v 
" 0 . = e 


TABLE OF CONTENTS 


Chapter Page 
I. THT RO DU CF IOY ® * b ۰. e € * * 9 e * e € € s 1 
1l.  CONTHOLLERSHIP FUNCTIONS IN INDUSTRY è e ه‎ 4 
General Situation و و خم‎ oan ev a و ه‎ 4 

The Controller and the Aecounting 
E — e gg pe enn ٣٢٣٢٣٢ 9 10 
The Controller and the Troa&surer . . هه‎ 12 

IIl. CONRTPOLLEPSHIP FUNCTIONS IN THE 

DEPAPT MINT or THE NAVY E e $ e a 3 ٠ e ۰ 15 
General Coneíderations . . . . e > e è è 15 
Navy Policy و ظ اخ ده مب © © © © ©« ©« م ه د‎ 16 
The Bureau of Ordnance . . e er > è è o 19 
The Bureau of ShipB e wo e we wm wees 21 
The Bureau of Supplies and Aceounts .. 25 
FU. TECNOS 1 uo d دزم یوس اند د ;9 يی ده دص په‎ à 29 
BI BLIOG PA PHY € 9 9 © e * 2 ® e ٠ e e e è + a چ‎ 2 9 51 


1i 


2 mp X 9 0 


3 #8 © 9" ! ' oe 7 
= = c Ww "WII G-me 4$ 
=~ E A (* uL 

= - ER د‎ ۶ ۲ 
í 3 Cen au we ۴ m wm ` 
pe ab Aegc dae eh 


kb 





ies i -— * — 9 — 

"um : a ۱ A cC o —— 

T9»‏ ۸ ده د ہے 

سه وسر ټی ې à e‏ 

۰ a" "» Mw NET 

D 0 ' - e G= اس‎ 
۷ fi 


e 2 : 0 e P a ` «fo -* 





= 
Y 


>. Be 


> * Zee ES 8 





Allocation of Selected Functions to 
the مه ه و م ه ه ه « ۰0۲ ا‎ 9 


111 





wë ` 
سیب‎ E T 1 T ^ اولس‎ atha ai” 
mra a 1۳ 


۰ v E « 89 


CHAPTER I 
INTRODUCIION 


As a prelude to discussion of the organizational 
assignment of comptrollership functions in the Navy, and more 
particularly in the field activities of the Navy that are 
managed by the Bureau of Supplies and Accounts, it is desir- 
able to consider the application of these functions in the 
business world of today. This consideration is not merely for 
academic féréoses., It must be remembered that the comptroller- 
ship concept in the Navy was instituted as a result of legis- 
lation! based on the reports of the Hoover Commission and that 
the membership of thot Commission was comprised largely of 
businessmen. It is logical from the above to assume that the 
comptroller was intended to serve a purpose similar to that 
served in industry. Unfortunately, as will be demonstrated 
in the next chapter, there is a wide range of application of 
these purposes in the — world. As might be expected, 
there is some difference ef opinion in the Navy as to the 
exact intent of Congress in the establishing of a comptroller- 
ship concept and, as a result, a considerable difference among 
management activities in the methods of implementation of the 


basic legislation. 


loublic Law 216; National Security Act Amendments of 
1949, U. S. Statutes at Large, Eichty-first Congress. 
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The controller in the Department of Defense was created 
to supervise and direct departmental budgets and to establish, 
supervise and execute the functiona of accounting, progress and 
statistical reporting, and internal audit.” Consideration of 
how these and associated functions are understood and utilized 
ln industry may serve to establish a background for understand- 
ing some of the problems that implementation of the concept of 
comptrollership has presented to the Navy. 

Appreciation of the basic differences between the major 


5 of business ١٥ of the Navy must be apolied to any 


objectives 
consideration of management functions. Pegardless of other 
objectives, major or collateral, business may be expected to 
consider first the profit objective in some form. Non-military 
government departments will in moat instances have a service 
objective. On the other hand, Department of Defense objectives 
must relate to matters of national security. Profit and ser- 
vice are, at best, minor collateral objectives, 

The major objective of a Navy fiela activity is the 
successful aececomplishment of its mission as assigned by higher 
authority. This military objective is the reason for the ex- 
istence of the particular activity. There is nothing in this 
mission, however, that precludes accomplishment in the most 
efficient and economical manner possible. It is well known 


that efficiency and econony will provide the maximum return 





Ibid. 





Prichard N. Owens, Introduction to Business Polic 
(Homewood, Illinois: Richard D. Irwin, Inc., 1954), pp. 15- 
2^, This work defines major, collateral, profit, and service 
objectives as used herein. 
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for each defense dollar and contribute thereby to the total 
mission of the service - to obtain the maximum in national 
security possible from appropriations which have been made 
available. These, therefore, are collateral objectives of all 
activities whether or not stated in the basic nission. 
Snithies discusses at some length this problem of efficiency 
and economy in connection with the Department. of Defense bud- 
get, particularly at the departsental and bureau levels." 
Contributions at the field level are also important in óGeter- 
mining the optimum allocation of defense resources. 

To help bridge this gap between military necessity and 
economic desirability is a major responsibility of the comp- 
troller and application of successful business principles will 
contribute to this end. The definition and method of alloca- 
tion of comptrollership functions will have a major effect on 
how well the comptroller ie able to perform this service. 

The terms "comptroller" and "controller" are used 
interchangeably throughout this paper. Since there 18 55 
general agreement in the source material considered, selection 
from between the two has been based on use in the particular 


80۰ 





^Apthur Snithies, The Budzetary Process in the United 
States (New York: MeGraw-Hill Book Company, Inc., 1955), 


pp. 278-725. 
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CHAPTER II 
ONNTROLLZRBSHIP FUNCTIONS IN INDUSTRY 


General Situation 

The great increase both in size and complexity of 
modern buainess which occurred between the two world wars 
resulted in a need, hitherto not recognized, for a staff 
specialist ". . . to watch, analyze and explain the financial 
operations of a pusiness."> This specialist, who became the 
controller in most companies, and to whom other duties were 
added as a matter of convenience, occuples, therefore, a 
relatively new am unprecedented position in the organiza- 
tional structures of modern business, 

There is no universally recognized organizational 
position for the controller, Examination of the formal organ- 
izations of representative businesses indicates a wide dif- 
ference in viewpoint. Controllers are found both well sub- 
merged as chief accountants and as high level officiala report- 
ing direct to the chief executive of the business, Many hold 
the title of vice president - a title in itself not necessarily 
an indication of substantial influence in the policy of an 


organization. In our better known corporations, however, 





2John H. Mac Donald, Controllership in Modern Manage- 
ment, eds. Thornton P, Bradshaw and Charles C. Hull (Chicago: 


"iehard D. Irwin, Inc., 1950), p. viti. 


Perrin Stryker, "The Vice President Problem," 


Fortune, September 1955,p. 88. 
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there are two normal positions for the controller. Firet, on 
the organizational level of the divisional vice presidents, 
although not necessarily himself & vice president; second, on 
the level directly below the vice presidents. In the latter 
cage, the controller usually reports either to a financial vice 
president or to the treasurer. It appears, however, that 
despite the formal organization, the controller usually has 
direct access both to the board of directors and to the chief 
executive officer. Thus the controller may exercise influence 
upon company policy to an extent not apparent from coneidera- 
tion of the formal organization. Most companies admit freely 
that organization is often informal and authority is more the 
result of the ability and personality of the incumbent con- 
troller than of the formal task and mission statements so 
‘beloved by government agencies. In defense of the latter, it 
is necessary to consider the fact that in the military ser- 
vices the requirements of rotation provide a constant change 
of managing officials at two to four year intervals.  Standard- 
ization of organization is essential to provide for continuity 
of effort 2nd to pornit rapid assumption of authority by newly 
arrived personnel. To shift the organization based upon each 
officer's apparent ability (or lack of same) would soon pro- 
duce chaos. 

Since the position of controller has never been defined 
in practice, it follows that the incumbents of this position 
have à wide range of functional assignments. The functions of 
controllership have been variously defined, the most formal be- 


ing that of the Controllers Institute of America as acproved by 
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the National Board of Directors on September 25, 1949: 


l. To establish, coordinate and maintain, through 
authorized management, an integrated plan for the 
control of operations. Such a plan woulda provide, 

to the extent required in the business, cost stand- 
ards, expense budgets, sales forecasts, profit plan- 
ning, and programs for capital investment and finane- 
ing, together with the necessary procedures to effec- 
tuate the plan. 


2. To measure performance against approved operating 
plans and standards, and to report and interpret the 
results of operations to all levels of management. 
This function includes the design, installation and 
maintenance of accounting and cost systems and 
records, the determination of accounting policy and 
the compilation of statistical records as required. 


3. To measure and report on the validity of the 
objectives of the business and on the effectiveness 

of its policies, organization structure and proce- 
dures in attaining those objectives. This includes 
consulting with all segments of management responsible 
for policy or action concerning any phase of the opera- 
tion of the business as it relates to the performance 
of this function. 


4, To report to government agencies, as required, and 
to supervise all matters relating to taxes. 


5. To interpret and report on the effect of external 
influences on the attainment of the objectives of the 
business. This function includes the continuous 8p- 
praisal of economic and social forces and of govern- 
ment influences as they affect the operations of the 
business. 


6, To provide protection for the assets of the busi- 
ness. This function includes establishing and main- 


taining adequate internal control and auditing, and 
assurinzs proper insurance coverage. 


The above impresses one as a series of goals for 
ambitious controllers rather than as a statement of existing 
conditions. Actually it was intended to be more of a check 


list than a specification. In none of the specific companies 


— 





Tone Controller, September 1953, p. 431. 
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studied were all of the above functions performed by the con- 
troller if performed at all. Anderson believes that the 
seventeen functions defined by the Institute can be reduced to 
this basic statement; ". . . designing and operating the 
records of the business and reporting and interpreting the 


n8 This places omphasis upon 


information which they contain, 
the more intellectuz1 task of reporting and interpreting as 
dietinguished from the mechanics of recorà keepinc,. Peirce 
considers "control" to be "the presence in a business of that 
force which guides it to a predetermined object by means of 
predetermined policies anc decisions.” Peirce further con- 
cludes, in relation to budget responsibility, that the econ- 
troller must not only report facts and develop reasons for 
differences between budgetary estimates and actual performance, 
but also insure that accounting is so organized that costs are 
not charged other than to the supervisor who has control of the 
expenditure and the funds unless these specific transactions 
are clesrly identified beforehand, +? 

Male defines the functions of the controller in what 
this writer considers to be a somewhat indefinite manner. ‘Such 
terme as “budgeting and control of operations and results" are 


open to considerable interpretation and may be construed to 


imply that the controller should intrude into line operations. 





Savid P. Anderson, Practical Controllership (Chicago: 
Richard D. Irwin, Ine., 1949), p. 5 و‎ Do 7. Ns ا روا‎ 





Fa mes Le Peirce, "The Planning and Control Concept," 
The Controller, September 1954, p. 403. 





16 ades L, Peirce, "The Budget Comes of Age," Harvard 
Business Peview, Wa y= une 1954, p. 62. 
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This latter contravenes one concept upon which there seems to 
be general agreement, 1i.¢., the controller is basically a 

staff officer and must refrain from interference into line 
responsibility if he ie to aceomplish his 5185951553 in a success- 
ful manner. lelree emphasizes that the controller's task is to 
report facts, particularly to personnel most directly concern- 


ed, ané to let regponsible management undertake auitable cor- 


11 


rective action. Since tale's study was sponsored and pub- 


lished by the American Management Association, his list of 
controllership functions is quoted: 


ls» Providine baegie information for managerial 
control through formulation of aecountinz and costing 
policies, standards, and procedures, preparation of 
financi2l statenents and maintenance of books of 
account; direction of internal] auditing and cost 
control. 


2. Budgeting and control of operations and 
results. 


Specific control activities:‏ مد 


4. General accounts = primary and subsidiary 
accounts; devising cheeks on the company's finances and 
safeguarding ite assets; checking invoices, accounts 
receivable and payable; controlling cash payments and 
receipts, payroll aecounts, fringe benefits, plant and 
equipment records; coset aeecounting activities of the 
various management functions. 


b. Freparation and interpretation of regular 
financial reports and statements. 


c, Inventory control. 
d, Statistics. 
e. Taxes 

Internal audite,‏ و 


De Interpretstion of control gata, 2 





.65 د و 
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Ernest Dale, Planning and Developing the Company Ore 
ganization (New York: American Management Association, 1952), 
De 00. 
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One of the best discussions of the distribution of 
controllership functions was found in ۲ Handbook, ?? of 
particular interest was Table I which shows allocations of 
functions based on a survey of one hundred fifteen companies. 
Principal functions allocated to the controller were found to 
be (expressed in percentage of instances) as shown in Table I. 

ass CO) 
ALLOCATION OF SELECTED FUNCTIONS TO THE CONTROLLER 


Function Percentage 
Au@iting, internal «6 st ts ewe we 4۰ ۰ 6۵ 0 Tl 
Accounting, general corporate ee ee xw wv 64 
7570157 profile «we 0 ه يې يول ې ص ې ېی ې ي‎ 84 
133101 18 ,و‎ general د‎ &e د‎ wm 9 E e په‎ 5S b; & 8 8 64 
Analyses (eost, profit, anda financial) . .. . 61 
Taxes, varlous د‎ a SF ۴۷ e + eee جج‎ E kä 3 35 to 60 
Forecasts, other than profits و هم موم هم‎ « 20 to 59 
Economics and statistics (development 
84 - Il |. MEME": 
Budgets, eme aer ee ess egene Bä | ٥م‎ 45 
ffice services, centralized ee e ww ww « 27 to 34 
Communications, Wiré . . يه هد هد در سه د و ه‎ DE 
Standard practices - instructions د ده د د‎ 88 


Numerous minor functions, apparently mattera of individual con- 
venience within a particular company, have been discounted. 
Anderson further classifies the usual controllership 


activities to be: 


General accounting 

Factory cost accounting 

Marketing and administrative cost accounting 
Budgeting 

Internal auditing 





l^mrrell H, Voorhies, Corporate Treasurer's and Con- 
ler's Handhook, ed. Lillian Doris (New York: frentice- _ 
wey Inc., 1951), pp. 14-28. 
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Tax returns and government reports 

Office service functions (including clerical 
"nnd communications) 15 

Analysis and special studies 


Heckert and Willson consider the controller primarily 
as tho chief &ecountinz officer. Translation of “absolute 


416 is con- 


facts am statisties into trends md relationships 
sidered to be &n important part of hie duties. A wide knowl- 
edge and underetanding of the business and its problems is 
emphasized 48 4 necessary qualification of the controller, 
Basic functions are defined ag: accounting, @uditing, tax, 


and interpretive." 


The Controller and the Accounting Function 


^ summary of the above citations would leade to accept- 
ance of the fact that the controller is the chief accounting 
officer with new and specialized juties in the flelds of 
analysis and interpretation plus such extra assignments as are 
warrantec by conditions pecullar to the particular business, 
There recs8i1ns, however, an important body of opinion to the 
contrary. In thia interpretation of controllership functions, 
the reporting of information and analysis of data are para- 
mount, A knowledge of basic Aaceounting and statistical tech- 


niques and principles is necessary in ordsr that the controller 


l5navia P, Anderson ir ÜConirollorship in Modern Manage- 
ment, p. T5. 


Brooks Heckert and James D, Willson, Controller-‏ ,و16 
ship (New York: The Ronald Press Company, 1952), p. 10. It is‏ 
noted that the authors are both certified public accountants.‏ 


lTibid., pe 497. 
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may interpret properly the information furnished by those 
sources, but that the controller must necessarily supervise the 
gathering 5f these data and the preparation of routine reports 
is discounted. 

The importance of the analysis function in relation to 
the mecranics of general accounting is best summarized ag 
follows: 


During the past few decades, managers and execu- 
tives have felt an increased need for someone within 
the business who can analyse and interpret the masses 
of internal and external figures. Top management 
turned to the controller (or treasurer) ts provide 
this analysis and interpretation. ... The many 
functions assigned to the controller compete for his 
time and attention. Many of his duties involve the 
meeting of deadlines. If the load is heavy and pres- 
sures are intense, work involving deadlines gets 
firat attention. Because analysis and interpretation 
of operating results and outside factors are largely 
creative responsibilities not subject to ۲۲۳۹۵20, 
they are often postponed or glossed over. 


Substantial agreement is found in Bradshaw and Hulls. 


Eventually and particularly when management does 
not itself possess controller experience, it seems 
possible that the function of controllership is likely 
to become more distinctly separated from accounting 9 
(and more distinctly dissociated from reeord-keeping). 


Peirce states simply: ". . . controllership and 
accounting are two distinct and separate sciences, and must be 


practiced aecordingly."^9 


In the field of government comp- 
trollership, Smithies considers the danger of overemphasis of 


accounting by military comptrollers to be as follows: 





18 prank Wallace in Corporate Treasurer's and Control- 
ler's Handbook, ed. Lillian Doris, op. cite, Dp. e 


195. c. Heacock, in Controllership in Modern Manage- 
ment, ede. T. Fi Bradshaw anå Charles C.Hull, op. cit., p. 9. 


anes L. Peirce, "Comptrollership and Aecounting: 
A Contrast," The Controller, September 1955, p. 410. 
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The controllers, with their continuing budgetary 
responsibilities and with their emphasis on costing 
in dollars, are in a position to exert a more endur- 
ing and effective lnfluence in the direction of im- 
proved efficiency. Yet they are themselves in dan- 
ger of being unduly preoccupied "iin their traditional 
accounting and auditing functions.‘ 


Arnold Emch believes that the responslbilities of the 
controller are predominantly informational in character. ۵8 
emphasizes that this information must be both timely and 
adequate and that it must be distributed to each and every 
appropriate level of responsibility.” 

We thus find substantial agreement that the controller 
should concern himself with analyzing and reporting the 
progress of the business as revealed by available records. 
Assignment. of other functions depends upon the size of the 
business, precedent, and the individual capability of the 
incumbent controller. 

It 1s demonstrated that the controller can perform his 


duties in an effective manner whether or not he is also the 


chief accounting officer of the corporation. 


The Controller anå the Treasurer 


Many of the duties of the controller have been de- 
rived from those of the treasurer. The latter official usually 


concentrates on the employment and custody of corporate funds. 





op. cit., p. 283,‏ ہ9 ۰ف 


Emeh, "Control Means Action," Harvard‏ ۰ ور22 
Business Review, July-August 1954, pp. 95 ff.‏ 









"A "É—————À 

m o اه‎ m m RR اماج‎ am < ` 
mp At wm یي ویر‎ pm ee فسا‎ 

—— يون‎ fro oo ele et ele of - ات مهم د‎ 

سم ساس AA‏ 

مو وما ما ووس اي مسل مع لسن m! c—‏ 

ECL LCS ہبر:‎ LL —— هم مرک‎ 





t‏ ہے بے we tan: fr ëm: lem‏ سج :سد مور خیس 


Dom‏ —— ؟ I‏ سی ہصغ "fg‏ سا e ig‏ سم 





TV al, اللو أ‎ E^ T "ol dun >. | ان‎ 
thet روس‎ 
a! ave TT "9" 31 B |. — BE M. 
ات لټ‎ O سم‎ e چ‎ "tin = jr wt pg 
| LE Ar ww w a € "a ke 
+ e ' e 
i ~ ١ ih AU 








15 


The writer is of the opinion that treasury and controllership 
functions should be handled separately for two reasons. First, 
the qualifications for the two positions are not the same, the 
controller requiring interpretive ability and a diplomatic 
approach rather than the bulldog qualities associated with the 
protection of money. Second, it may be expected that whoever 
is entrusted with the custody of money wlll concentrate on the 
safety and proper accountability for that money to the exclu- 
Sion, if necessary, of other important duties. Hence, if the 
Guties of the two positions are combined, the man best quali- 
fied in controllership may not be appointed and, even if 
appointed,he may be forced to subordinate the controllership 
to the treasury. As best stated by Voorhies, the treasurer 
has specific monetary responsibilities which are not directly 
related to controllership.4? 

In other words, selection for the post of treasurer is 
based upon a different set of standards than those which apply 
to the controller. Both must, as in the case of all execu- 
tives, have the finest of integrity, but this quality is 
essential in the treasurer to the possible exclusion of other 
desirable traits. 

In & lighter vein, it may be concluded that the ap- 
pointment of a controller is not attended by the immediate risk 
incident to the appointment of a treasurer. A noted British 


humorist expresses well the popular feeling with regard to the 





in Corporate Treasurer's and Controller's‏ و وہ23 
Handbook, pe 21.‏ 
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latter. The company president speaks to his companion: 


There are two men who are capable of holding the 
job quite adequately. But then I realize how little 
I know of their real characters. It is the treasurer- 
ship, you understand, which has to be filled. Now, a 
man who was quite goodst another job might easily get 
۲۶ ideas into his head when he became a treasurer. 
He would have the handling of large sums of money. In 
other words, a man who in ordinary circumstances had 
never been conscious of any desire to visit the more 
distinct portione of South America might feel the 
urge, 85 to speak, shortly after he became a treasurer. 
That is my difficulty. Of course, one Always takes a 
sporting chance with any treasurer; but how am I to 
find out which of these two men would give me the 0906 
reasonable opportunity of keeping some of my money? 


24 elham G. Wodehouse, Golf Without Tears (New York: 
George H. Doran Company, 1924}, ppe 175-176. 
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CHAPTER III 


COMPTROLLERSHIP PUNCTIONS IN 
THE NAVY DEPARTMENT 


General Considerations 

Planning and comptrollership in the Navy Department are 
considered to be part of the executive process. Steps in this 
process aro: setting the objective, planning, and execution. 
One of the moet important responsibilities of line management 
is to state elearly the objective. From this the planning 
staff can lay out the course necessary to aecomplish the objec- 
tive. -Planning consists of program development, programming 
by functional elezents ami by considerations of time, and ob- 
taining arprov2l of the plan. Execution, a line task, involves 
the issuance of suitable directives to accomplish the objec- 
tive in accordance with the approved plan and the establishing 
of appropriate controls to insure thet the cbjective is reached 

The controller, a staff officer, participates in this 
executive TU by means of accumulation, analysis, and pre- 
sentation of à reservoir of information. Information may be 
qualitative, quantitative, cost or statistical, Analysis is 
from all recognized points of view. Presentation is to the 
line executive to assist him, through availability of timely 


and accurate information, to insure accomplishment of the 
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objective in an efficient and economienl manner. Throughout 
this process, the conptroller must consider the aquisition and 
utilization of resources through the budgetary process and will 
usually coordinate budget formulation and review for the line 
executive. A second important task of the comptroller is to 
help relate statutory requirements with proposed actions. This 
is a continuing task since, in addition to the basic (substan- 
tive) legislation, most ncoropriation nets contain specific 
limitations or requirements which aoply to the funds granted in 


the particular public law. 
Navy Policy 


It 18 the volicy of the Nevy Department that coup- 
trollership organizations be established in all bureaus and 
offices of the Department plus major field activities. Certain 
funetione that comptrollers shoulàó perfora are "strongly recom- 
mented,” but are neither mandatory nor all-inclusive. The 
criteris for determining the desirability ^f establishing a 
comptrollerehip organization have been promulsated and the 
bureau and office chiefs are reaponsible far taking appro- 
priate action to implenent the policy within the activities 
under thelr manazgenant control. In general, comptrollership 
activities should be established in fleld activities where the 
size, scove, and complexity cof flseal operations justify the 
need. This includes production and large service centers 


such aS shipyards, ordnance plants, supply centers, major air 
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stations, ete, 49 


It was recognized that most of the comptroller funce 
tions were already being performed in some form in all naval 
activities. New elements introduced by the comptrollership 
concept were stated to be: 

l. ‘“mphasizing the constructive aspects of the 
reporting, analysis and interpretative functions 8 
distinct from the purely recording function. 

2. Improving budget formulation and execution 
through the collection and utilization of accounting 
and program data at all organizational levels. 

3. Coordinating and integrating the several comp- 
troller functions to provide concisely to the command- 


ing officer the basic data essential sor efficient, 
economical, and effective management. 


It was intended that the comptroller provide a ceco- 
ordinated staff service with technical guidance and direction 
of faect-collection systems in areas of "budget formulation 
and execution, program analysis, aceounting, and progress re- 
ports and statistics." T This statement anpears to require 
some further interpretation in order to reconcile the intent 
here with that previously expressed which specifically empha- 
sized ". . . the constructive aspects of the reporting, anal- 
ysis, and interpretative functions as distinct from the purely 


28 


recording function." Perhaps this conflict has left the 





25y. S. Navy Department, Office of the Secretary, SEC 
NAV INSTRUCTION 5400.4, "Establishment of comptroller organi- 
zations in bureaus, headquarters, offices, and field activi- 
ties of the Navy and Marine Corps," 18 Hovember 1955, p. 1 ff. 


26rbi8., Enclosure (1), p. 1. 
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door open to many of the differences of opinion as to what are 
the necessary and proper functions of the eomptroller. The 
basic functions of comptrollership are listed as being per- 
formed ". . . whether or not 4 formal comptroller organiza- 
tion is established." Functions cited are: integrated system 
for financial management, budgeting, accounting and disburs- 
ing, program analysis, md progress reporting and statistics.” 
Provigion for the important function of internal review is 
provided for the large field installations as a separate unit 
of the comptrollership organizations ° Thus, by implication, 
internal review is ineluded in the mission of the smaller 
ectivities even if not isolated organizationally. It is not 
specified whether these functions must be performed by the 
comptrollership organization if established. 

The Office of the Navy Comptroller has issued a manual 
whieh further defines some of the above requirements.  Func- 


tions are the same as cited from SECNAV INSTrUCTION 0.4, 





Detailed orgsnization and allocation of specific functions to 
the comptrollership organization appear to be permissive rather 
than mandatory. It is stated that "...details of organization 
should be tailored to fit the local need." The basic mis- 


Sion of the comptroller is that he ". . . establishes, coordinates 





23 1b43., Enelosure (1), pp. 2-3. 


Ora, DD o 15-14. 
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3 Navy Comptroller Manual (Washington: 1955), vol. 1, 
ppe -5, 
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and maintains an integrated system of financial management by 
means of which he provides to the commanding officer the 


factual data essential for effective management control of 


32 


operations." 
Management of the aceounting organization by other than 
the comptroller is permitted by the following: 


Where the management bureau or commanding officer 
desires accounting and fiscal operations to be per- 
formed outside the comptroller's immediate organiza- 
tion, such operation should be set up as an integral 
unit. of the activity on a departmental or comparable 
level. 


The Bureau of Srdnance 


The Bureau of ہووت‎ has issued a comprehensive study 


of the comptroller organization in ordnance field activities to 


which reference will be made throughout this subdivision. ^^ 


It follows the general pattern recommended by the Secretary of 
the Navy, but states thnt: ". . م‎ the functions of aecount- 
ing, coat accounting, budgeting and statistics, disbursing, 
ana interns] review must be performed in the Comptroller 


"35 


Department. An additional function, that of management 


engineering, is considered, bit incorporation within the 


comptrollership organization is left to the discretion of the 


36 


commanding officer, This is intended to include the survey 





22 bid. هللاو‎ 2-5, 
"جب‎ pp. 2-5. 


U. S, Navy Department, Bureau of Ordnance, NAVOPD 
INSTRUCTION 5450.54, “Comptroller Organization in Nava 
Ordnance Establishments,” 21 September 1953. 


25lIbid., p. 4. 
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&nd analysis of methods and proeedures, organizational 
studies, and the evaluation of use of manpower, materials and 
equipment, ?! certainly proper functions of comptrollership in 
the field of management. Extension to fields of work measure- 
ment and simplification seems to fit a coordinated statistical 
and analysis program. The requirement that the comptroller 
supervise the accounting may, however, dilute the talent of 
the incumbent, particularly at the smaller stations where there 
may be a lack of well-qualified assistants. 

The requirement that disbursing be included in the 
comptrollership organization is considered to be unfortunate. 
The function of disbursing was well defined by Shoop to bes 
". . « to liquidate the legal obligations of the United Sta- 


tes, "78 


It is difficult to see any reason to require the 
comptroller to exercise administrative supervision over this 
function which could as well be performed in either the supply 
or commissary departments (as may be available). This alloca- 
tion of functions conflicts with the requirement that: "No 
executive or employee should be assigned the entire charge 
over both cash or other disposable assets and the records of 
such مم موو هد‎ 393 The long established policy of separation 
between payroll preparation and payment, as well as certifica- 


tion and payment of vouchers for material, should not be 


changed for mere administrative convenience. Control over 





ÍT Ibid., Enclosure (3). 


Dos bken from a talk given by Major General Shoop, 


Fiscal Director, U. 8. Marine Corps, 8 December 1955, at The 
George Washington University. 
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both payroll and Navy Industrial Fund payments is intra- 
station so that it is of doubtful wisdom that the comptroller 
should in effect be placed in the position of auditing and 
approving his own actions. Although the functions of dis- 
bursing and internal review are contained in separate units of 
the comptroller's staff, the fact that they report to a com- 
mon superior might lead to a certain amount of collusion or 
concealment which should be less likely to occur if these 


functions were in different departments. 
The Bureau of Ships 


The Bureau of Ships has required that a comptroller- 
ship organization be established in all naval shipyards plus 
certain laboratories, repair facilities, and stations under 
the management control of that bureau. Organization of a 


comptroller department was made the first step in conversion 


40 


to the Navy Industrial Fund system of accounting. The 


comptroller is designated the principal advisor to the com- 
manding officer in matters of financial operations. Principal 
duties and responsibilities have been prescribed as follows: 


(a) Implementing and administering the law, policies, 
regulations, directives and instructions pertaining to 
the financial systems ard operations of the Shipyard, 
including budgeting, aceounting, disbursing, financial, 
statistical anid progress reporting, internal accounting 
review, and the procedures relating to such responsi- 
bilities; 





wi o. Navy Department, Bureau of Ships, BUSHIPS 
INSTRUCTION, "Comptroller Department; Establishment of, 
Aucust 1954, p. le 
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(b) Acting as advisor and consultant to the 
Shipyard Commander on financial policy matters, 
program planning and related areas of financial 
administration; 


(c) Administering accounting and disbursing 
operations for other naval activities as designated 
by proper authority; 


(d) Directing preparation of the Shipyard's 
operatins budget; 

(el Administering budgetary control programa 
and developing methods md techniques for use in 
furnishing budgetary information; analyzing ané 
evaluating budget estimates and coordinating pre- 
sentation thereof to the Shipyard Commander; and 
recommending action concerning budget revicions; 

(f) Supervising determination of costs of 
operations and securing reimbursements for work 
performed; 


(g) Establishing overhead rates subject to 
the approval of the Shipyard Commander; 


(h) Devising internal review procedures for 


the Comptroller reset and supervising admin- 
istration thereof. 


specific objections of the writer to requiring the 
comptroller to assume line authority over Secountine and dis- 
bursing functions continue to apply. In this case, the appli- 
cation is wider as most of the Bureau of Ships activities per- 
form considerable fiscal type work for other activities. 
Supervision of this by the comptroller involves him in work 
that is in no way related to the basic comptroller mission of 
the parent activity. Prior to World War II, shipyards operate- 
ed successfully for a considerable period of time with dis- 








ME: û. Navy Department, Bureau of Ships, BUSHIPS 
NSTPUCTION 5450,44, “Com troller Department Organization," 
July 1954, Enclosure (2), pe Le 
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bursing organized as à separate department &ànd accounting as 
a division of the industrial department. Thus, there is no 
particular historical precedent for either being combined or 
their being placed under a third department for supervision. 
Zach is a technical specialty which could as well report 
direct to the commanding officer. 

Other exceptions include (using the subparagraph num- 
bers of the preceeding reference): (d) use of the work 


"directing" instead of the usual, “coordinating,” 


in œ nnec- 
tion with preparation of the budget removes the comptroller 
from his staff position and conflicts with the accepted 
position, well presented by Peirce, that establishment of the 
final plan or budget is an operational responsibility; ^ 

(h) restricting internal review procedures to within the 
comptroller department is not required by higher authority and 
would make such & review almost without value--the comptroller 
should be authorized to review financial type documents wher- 
ever prepared, utilized or processed without regard to organ- 


ization21 lines within the -— 


The Bureau of Supplies and Accounts 


Of the Navy activities studied in connection with this 


paper, the Bureau of Supplies and Accounts anpears to have 


2 nis ic a major theme propounded in “fhe Planning 
and Control Concept. 


B. Thurston, in QM x Treasurer's and‏ و4327 
iV INST PUCTION‏ 


£0 nero ber.) cn book, op, fer SI SEON 
nclosure (1), p. : 














© 


inal‏ روتاب د ce‏ ماي سيسات 


D M o T ^ 
4s c P —— 4 Amt dr amr میت‎ 9 
یا .طیاسو‎ mark 01 ` gaben. اوه موو شه‎ 
Sp راصنا ھا ما‎ eee ای دام" ومسمسم‎ E 
. ۱۰ Um می‎ dl wi meus 








-—-—- — —— — — obe m4 ei newt ` 
tag dg -€ eu i) ١١ ag Tm wing weii ۰ لوی‎ 
پټ یې‎ ow ۹ سر‎ — (Lime م‎ E ا‎ "aime dn" 





- =>. ن۲بيمسل هه ويس‎ di Ve old lovely A6 vii 
سس«‎ Gal ies A ig جو‎ 

۳ دم ۶ ل o, "c -^-— y‏ ,ا 8 ظا اگ 
vule Pur‏ سب وهه اد ٥ه e ۱ ۷ 4 ~ | is‏ 

(en‏ يصون í —M Dr | mene) e eo‏ وسوژۍ چم 

و کج زا يې at:‏ ١ل‏ سم 1 IN w Ga‏ 3 نا ۱ 
م ونا لك eee‏ سا اه "EL. , a e‏ 


m E e me = - ۰ -9 ۱ e Leg 
Lan ١ D ô pm "T 


ui" F* v" '-— ١ 3‏ دہ 


e "WT * $9 aw um 


, ۱ i | s ad 5 116 id ۰ em ۱ ۱ 6 | 
۰ ۱ oa ال‎ ` - a d (y 
" EI 
` ۳ - | —— ` "ER *"J1l"—- چسیب ز و‎ 


St Ze وما‎ 


© 
EL , ۱ T= wd . ` 0 S^ ۵۰ 
سے‎ eg _ سس‎ -— m ۳ s ^ e E» 
1 | Tod 





24 


made the least progress in embracing the comptrollership con- 
cept at its field activities. Comptrollership organizations 
have been established only at the thres supply centers and 
four large supply depots. Even here it has been a compromise 
arrangement; the comptrollership functions have been introduced 
into the former planning departments so thst the result is a 
combined planning and comptroller department. There seems to 
be little reason not to establish comptroller departments at 
other supply depots. Even if smaller than the pilot installa- 
tions, they are major funding activities with complex problems 
of financial management. 

In the case of the supply demand control points, there 
is already established a financial control division, the 
duties of which include coordination and justification of 
budgetary requirements for material and services under acti- 
vity cognizance, review and evaluation of aystem budget per- 
formance against planned programs, administration of budgets 
and stock procurement funds, allocation of stock procurement 
allotments to field activities, maintenance of accounting 
records, summarization of fiscal data, and preparation of 


44 Since these are basic comp- 


reports to higher authority. 
troller functions, establishment of a formal comptroller or- 


ganization should present no serious problems. 
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Where comptroller organizations have been established, 
the intent has been to achieve the basic objectives of 
comptrollership “by minor organizations! adjustments rather 
than basic reorganization," 5 The existing fiscal (accounting 
and disbursing) departments were left out of this combined 
organization under the theory that they performed an opera- 
tional function for both the parent and other activities receiv 
ing fiseal support. The basic directive further states that; 
"sna AS considered that a comptroller organization, as a 
staff convonent, can perform its functions more effectively 
without the distraction of administerins this operating fune- 


tion 146 


Provision was made that such existing or additional 
fiscal reports that might be required wers to he made available 
to the planning and comptroller departments. The writer is in 
absolute agreement with both the decision anc the reasons 
therefor as regards the non-inelusion of the accounting and 
disbursing functions in the ecnptroller department. Assignment 
of non-related functions such as military planning, however, 
appears to be as "distracting" bto tho comptroller as account- 
ing would have been. 

geegent. where otherwise noted, functional statements for 
the planning anā comptroller department agree, in general, 


with those previously discussed and conform with the provisions 





^55. 9. Navy Department, Bureau of Supplies and 
Accounts, BUSANDA INSTRUCTION 5450.55, "Establishment of Comp- 
troller Organizations at BuSandA Managed or Financed Activities 
policy for," 4 March 1954, p. 1. 
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of SECNAV INSTRUCTION 5400.4. A managerent planning division, 
similar to the management engineering division discussed in 
conoeetiíion with the Bureau of Ordnance, performs several tasks 
which are related to those envisioned for a ecomptrollership 
organization. These include development of methods and pro- 
cedures, review of operational performance, analysis of or- 
ganization and preparation of charts, analysis of methods to 
promote efficiency and eeonomy and to insure that prescribed 
standards are followed, and administration of management con- 
trol programs such as methods improvement, forms and reports 
control. Certain other functions, such &8 space control, allo- 
eation of equipment, am recommendations pertaining to the 
Shore Station Development Board (except as regards price) 
concerning plant improvements, have little relation to the 
basic comptrollersnip functions. The foruer tasks are cited 
Since any attempt to perform these funetions in à planning 
organization separate from the comptrollership organization 
would either result in considerable duplication of effort or 
departure by the comptroller from the basic reporting, analysis 
and interpretative funetions, ^T At the same time, assignment 
of the second group of tasks and attachment of a military 
plans division to the comptrollorshin organization are of 
doubtful wisdom--both are technical fields basically un- 


related to comptrollership. 





Reeg INSTPUCTION 5400,4, Enclosure (1), p. 1. 
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Through informal discussion, the writer understands 
that consideration is being given to adding accounting bo the 
comptrollershiv organization and separating management engineer- 
ing (planninz) therefrom. 

Sstimates of payroll and allotmcnt aecounting at sup- 
ply installations for other than the parent activity vary from 
fifty to eighty wer cent of the total effort. Mamgement by 
the comptroller of these operations would seem to serve no use- 
ful purpose. 

On the other hand, as discussed above, certain so-call- 
ed management planning functions are closely related to comp- 
trollership and should be 2 part thereof. Since almost all 
methods ana procedures in a supply facility involve financial 
management in some form, the ecorptroller must become involved 
in all recommended changes. In the samo way, to separate the 
organization of personnel from the allocation of personnel ceil- 
ings to the organization would seem to lend itself to consider- 
able duplication in research rrior to the recommendation of 
any decision. Y"eview of operating performance and promotion of 
efficiency and economy are functions of comptrollership as 
regards financial managenert--to attempt to accomplish the same 
purposes with regard to non-financial management (if that term 
be subject to definition) would again be overlapping and un- 
6 1 ۰+ 

The obvious solution is to disestablish the management 


planninz divicion and to divide its functions in the most 
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logical manner between comptrollership and planning. Functions 
which have nothing to do with ecomptrollershin should be 

grouped with military planning in another organization. 
Planning might then be established either as an independent 
staff department or as a separate division of the adninistra- 
tive services department which contains most of the other 


military aids to command. 
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CHAPTER IV 
CONCLUSIONS 


Throuchout this paper the writer has attempted to 
present a comparison of the application of comptrollership 
functions both within the Navy ane with civilian practice. It 
ie obvious that there are many solutions ts. the assignment and 
the organizational location of functions and that conditions 
peculiar to each activity must help govern each decision. 
Since the purpose of this paper is to relate these many 
choices to the best approach for the Bureau of Supplies and 
Accounts in implementing the comptrollership concept at its 
field activities, conclusions will be in the form of specific 
recommendations which are intended to assiat in arriving at 
the best decisions. Precedent and argument hive been cited 
throughout the preceding chapters, 39 these recommendations 
will be restricted to the opinions of the author. 

Action by the Bureau of Supplies and Accounts 1s recom- 
mended as follows: 

l. That comptrollership organizations be established 
at all supply depots andi supply demand control points unless 
specific local conditions justify an exception. Excluded, of 


course, are supply depots which are contained in other supply 
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commands. Where the number of officers available 1s not suf- 
ficient to allow a comptroller without other primary duties, 

it is considered proper that the officer be assigned charge of 
other departments. In this ease, à civilian deputy in each of 
the departzents affected would be desirable to maintain organi- 


zational integrity and continuity of effort. 


2. That the existing planning and comptroller depart- 
ments be disestablished. Funetions should be divided so that 
all that relate to ecomptrollership are in that department and 
unrelated functions, such as military planning, are in 
separate departments. Care should be taken in disestablish- 
ment of the management planning division so that future 


duplication of effort wi11l1 be 8 ۰ 


3. That the separation of accounting and disbursing 


from controllership be eontinued. 


In conclusion, the writer is of the opinion that the 
controller, whether in government or industry, Will be able 
to perform his duties in an effective manner and retain his 
objectivity in advice to the commanding officer only if he 
supervises all the staff functions related directly to his 
mission, but not if he becomes administratively concerned with 
nonerelated functions or is assigned burdensome operational 


responsibilities. 
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